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.WORKING UNDER DIFFERENT RULES

eration when deciding the issue. Under joint decision making
(“codetermination”), decisions can be made only if they are agreed to
by both sides in advance.

4. This claim relies on various polls, including those reported in Gallup

(1988), Fingerhut/Powers (1991), Quinn and Staines (1979), Louis
Harris and Associates (1984), Davis and Smith (1991), and Farber and
Kreuger (1992). See the review in Freeman and Rogers (1993).

5. See the review in Freeman and Rogers (1993).
6. In the case of Denmark and Italy, labor and management are permit-

7.

8.

ted to establish such institutions at their discretion, 'with a strong
presumption against their discontinuance once established.

In these areas, councils may refuse consent to an employer action:

if there is factual reason to assume that the staff movement is
likely to resultin the dismissal of or other prejudice to employees
of the establishment not warranted by operational or personal
reasons; [or] if the employee concerned suffers prejudice through
the staff movement although this is not warranted by operational
or personal reasons (Section 99, Works Constitution Act).

Union fears of councils have been strong where unions or collective
bargaining are not highly centralized, such as in the United States.
Where all or most union functions are performed at the workplace,
being crowded out by councils is more of a threat to unions than it is

- when they have a secure base outside the workplace, in strong

9.

10.

11.

territorial or sectoral organizations and in multiemployer bargain-
ing. Also, the dangers of worker identification with the market
interests of their employers must appear greater where bona fide
unionism itself is traditionally workplace-based, making it difficult
even for unions to mobilize solidarities that transcend the limits of
individual firms. _

The legislation is also as rarely changed, and practically as difficult to
change, as a constitution. For example, the Kohl governmgnt, which
succeeded the Social-Liberal coalition in 1982, has let its prede-
cessor’s entire body of codetermination legislation stand.

For a review of the reasons that such an extension might be thought
reasonable, see Freeman and Rogers (1993).

Some of course would argue that unions should only advance the
interests of “vanguard” workers. That councils force unions to make
wider policy appeals is one traditional reason radical and commurust
unions have often opposed them.

12. Typically, the German Works Constitution Act, while guaranteeing

the existence of councils by “constitutionalizing” them, also ob}ige,s,
councils and employers to seek and maintain “trustful cooperation.

13.

14.

- 15.

16.

17.

18.

19.

20.

21.
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The German Works Constitution Act explicitly makes the state of
ergonomic knowledge the criterion for what works councils may
demand in job design and work organization.

Collusion between employer and works council against government
agencies is possible and does occur. But this does not render obsolete
the principle that partly opposed interests, if properly mobilized for
the purpose, will often serve as checks and balances for each other,
enhancing the ability of the third-party state to “make them behave”
and act as more perfect agents of the sovereign people.

The country summaries and the review of the U.S. and Canadian
experiences in North America draw on the following sources: Ger-
many, Miiller-Jentsch (1994); Netherlands, Visser (1994); France,
Tchobanian (1994); Spain, Escobar (1994); Sweden, Brulin (1994);
Italy, Regalia (1994); United States, Rogers and Wootton (1992),
Rogers (1994), Freeman and Rogers (1993); Canada, Bernard (1994).

There are some analogies here to the present situation in Poland (and
perhaps more broadly in Eastern Europe), where councils are per-
forming much the same role, filling a power vacuum left by discred-
ited state managers and weakened unions. See Federowicz and
Levitas (1994).

This refers to private sector manufacturing and services. There is a

parallel system of council representation in the public sector that is
not discussed here.

Both sides are obliged to consult with each other before they make a
decision on labor issues or make their views public. While the law
provides mechanisms for outside arbitration of disagreements, all

possibilities for a consensual internal solution must be exhausted
before matters go to a court.

Dutch law is highly flexible with respect to the demarcation of
council “bargaining units” in multiplant firms. Whatever solution is
adopted, consensus between the work force—represented de facto by
the unions—and the employer is required.

This includes the so-called competitive public sector, that is, the
nationalized firms. There are special laws on work force representa-
tion in the “noncompetitive” public sector. A little less than one-half
of the private and competitive public-sector workforce in France is
employed in firms with fifty or more employees.

Also because the 1982 laws had made local working time regimes
a required subject of collective bargaining. Before that, working
time had often been informally negotiated with the works councils.

Among unions, support for the Communist CGT (Confédération
Générale du Travail) has steadily declined from 40 percent in 1976—
77 to 22 percent in 1990-91. Support for the other unions has re-
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23.

24.

- 25.

26.
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mained by and large the same, accounting for the fast growth of the
nonunion vote.

So named after Frederick Taylor, the father of scientific management.
Taylorist work organizations typically feature large supervisory forces
overseeing a mass of isolated workers performing repetitive and
narrowly defined tasks. See Taylor (1911). '

One recent reform proposal focuses on firms with fewer than 200
employees. It suggests merging the functions of works councils,
employee delegates, and union delegates into one body, a so-called
“enterprise council,” which would combine consultative and bargain-
ing tasks. This would compensate for the absence of unions and,
subsequently, joint regulation in such firms, and would help avoid a
dualism in industrial relations under which institutionalized dia-

logue between employers and workers would be confined to large

and unionized firms. . :

Because the Communiét union, the CCOO, controlled the councils

and its Socialist rival, the UGT, was strong politically but weak at the
workplace, setting up union workplace organizations with legal
rights and formally centralizing collective bargaining at the
multiemployer level would have been a twofold attack on the CCOO—
something for which the Socialists and their union allies at the time
did not have sufficient clout.

Pay bargaining in Sweden was traditionally centralized at the na-
tional level. This led to progressive erosion of wage differentials
between sectors, firms, and occupational categories—an effect in-
tended by a union movement that has historically emphasized egali-
tarian values. The egalitarian values, in turn, were seen as incompatible

- with close attachment of workers to the specific economic fortunes of

27.

28.

29.

individual employers.

A council is formally certified as a union branch when a “rep-
resentative” union sends a list of its designated council represen-

tatives to the employers’ association, which then forwards the list to
the employer.

However, drawing on the experience of the past decade, the power-
ful metalworkers union, affiliated with the largest, formerly Com-
munist union federation, CGIL (Confederazione Generale Italiana
del Lavoro), is asking that formal codetermination rights for councils
be recognized by employers under a national agreement.

Section 8(a)(2) of the Labor-Management Relations Act makes it

awful for an employer to “dominate or interfere with the forma-
tion or administration of any labor organization or contribute finan-
cial or other support to it.” Deliberately, “labor organization” is
elsewhere defined broadly to include not only labor unions, but also
“any organization of any kind or any agency or employee representa-
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tion committee or plan” that features employee participation, or the
representation of some employees by others, in dealings with the
employer regarding one or more of six traditional subjects of collec-
tive bargaining: grievances, labor disputes, wages, rates of pay,
hours of employment, and conditions of work.

30. Harris (1982, 138-139) also describes efforts at “progressive” firms—
notably U.S. Rubber and General Electric—that were allied with the
Committee for Economic Development and the National Planning
Association, two industry associations that encouraged labor-manage-
ment cooperation, to raise productivity through labor-management
cooperation.
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DOES A LARGER
SOCIAL SAFETY NET MEAN
'LESS ECONOMIC FLEXIBILITY?

Rebecca Blank

H igher employment growth and lower unemployment in the
United States than in Western Europe in the 1980s generated
widespread discussion of the employment problems potentially
caused by government social protection programs. The U.S.
economy has long been characterized by limited state welfare
programs and a relatively unregulated labor market, while West-
ern European countries have had extensive social protection pro-
grams for workers and a highly regulated labor market. Following
the recession in 1981 and 1982, the United States experienced
strong job growth, while Western Europe’s record of job growth
was poor (see Chapter 1, this volume). Many analysts and policy-
makers interpreted these patterns to mean that Europe’s labor
market regulations and income support programs were harmful to
job growth. This chapter investigates the argument that social
protection programs have sizable adverse effects on labor market
flexibility. Is there evidence of a trade-off between social protection
and employment flexibility? :

This chapter uses the results of new NBER-sponsored re-
search on social programs in seven advanced economies to
assess the protection-flexibility trade-off. All of the studies take
the United States as a benchmark and thus examine overseas
programs relative to American programs.! The primary con-




